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OUR COVER 


The picture on our cover shines the finishing 
end of Chesapeake"s paper machine , the 
modernization of which will be completed 
during the current year. The process of 
converting pulpwood into finished paper- 
board. which takes approximately 12 hours , 
is completed at this point. Here is the culmi¬ 
nation of the 25-year cycle from pine seed¬ 
lings to finished paperboard. 
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LETTER TO 
STOCKHOLDERS 


Chesapeake’s operations for 1955 were highly satisfactory both from the standpoint 
of volume and profits. Demand for paper products reflected the general improve¬ 
ment in economic conditions and at times exceeded available supplies. 

Consolidated sales of $24,063,072 set a new high for the Company; and operating 
profits of $3,918,171 after taxes also set a new record. Sales of our products ran 
18% ahead of 1954 and profits exceeded those of the previous year by 40%. 

Our consolidated earnings amounted to $6.77 per share compared with $4.82 for 
1954. We paid dividends of $2.00 per share on our capital stock during the year 
and declared an extra dividend of 75^ a share, payable in January, 1956. A divi¬ 
dend applicable to the year 1956 was also declared in December, 1955. 

In addition to the cash dividends paid or declared, the Board of Directors has voted 
a stock distribution on April 6, 1956 of one new share of common stock for each 
share of stock outstanding on March 27, 1956. Since this distribution will result 
in doubling the number of outstanding shares, approval of the stockholders to 
increase the authorized capital stock will be required. This approval will be 
requested at the annual meeting of the stockholders to be held March 20, 1956. 
The distribution will result in the transfer of a maximum of $2,891,655 from re¬ 
tained earnings to capital stock account. 

Following our policy of maintaining our plants in a high state of operating ef¬ 
ficiency, we made a number of improvements and additions during the year, all 







THE CHESAPEAKE CORPORATION OF VIRGINIA 


contributing to an increased quantity and quality of output. Over the next two 
and one-half years our expenditures for improvements are expected to amount 
to approximately $5,000,000. These investments will be necessary if we are to 
keep abreast of the industry and take advantage of cost saving equipment and 
techniques. 


We take this opportunity to express to our 2,114 stockholders our recognition of 
their continued interest and support. In this report we have attempted to give 
you some of the highlights of our operations in order that you may become better 
acquainted with your Company. 


The continued interest and co-operation of all our personnel is acknowledged 
with appreciation. The completion of our most successful vear is a tribute to the 
loyalty of our employees and to the splendid support of our customers and stock¬ 
holders. 


Elis Olsson, 

Chairman of I hr Corporation 


Sture G. Olsson, 
President 


March 6, 1956 
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FINANCIAL AND OPERATING HIGHLIGHTS 


Net sales. 

Federal and State income taxes 
Net income after taxes. 

Earnings per share of common stock 


Year Ended 

Jan. 1,1956 Jan. 2, 1955 


$24,063,072 

$4,316,391 

$3,918,171 

$6.77 


$20,328,866 

$3,226,588 

$2,787,948 

$4.82 


Cash dividends declared: 

Regular and extra dividends .... 
Dividend applicable to the year 1956. 


$2.75 
$ .60 


$2.50 


Book value per share of common stock 


$40.30 


$36.88 


Net working capital 


$5,804,549 $6,262,510 


Investment in property, plant, and 

equipment—net . $14,929,090 $13,385,639 


Production of finished product—tons (does not 
include production of subsidiary company) 


197,981 


175,523 


Number of employees (parent company) 


622 637 


Number of stockholders 


2,114 2.031 
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THE CHESAPEAKE CORPORATION OF VIRGINIA 


SALES: 

(.onsolidated net sales of $24,063,072 for 1955 established an all-time high for the 
Company and represents an increase of 18% over sales for the preceding year. 
While this increase reflects a strong market through most of the year it was basi¬ 
cally made possible by additions and improvements to the hoard mill and finishing 
room equipment. 

Although we anticipate stiffer competition in the hoard and pnlp markets during 
1956, we are confident that Chesapeake will maintain its competitive position in 
the market and that it will continue to be recognized as a manufacturer of high- 
quality pulp and paper products. 


EARNINGS, TAXES, and DIVIDENDS: 

Consolidated earnings of the Company before income taxes were $8,234,562 in 
1955, an increase of 36% over 1954. Net earnings after income taxes were 
$3,918,171, or $6.(7 per share of common stock. This compares with earnings of 
$2,787,918, or $4.82 per share, in 1954. Net earnings for the year were 16% of 
net sales as compared with 13% earned on net sales in 1954. 

Income taxes continued to take a large part of our earnings. These taxes amounted 
to $4,316,391, or $7.46 per share of capital stock. This left $6.77 per share for 
dividends and retention in the business for the purchase of timberlands, plant 
additions and improvements, and for working capital. Net earnings retained in 
the business after deducting 1955 dividends were $2,327,769 and after also de¬ 
ducting dividend applicable to the year 1956 were $1,980,772. 

The Company declared cash dividends for the year 1955 of $1,590,402, or $2.75 
per share of capital stock. Also, a dividend of 60^ per share was declared applicable 
to the year 1956. 
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THE CHESAPEAKE CORPORATION OF VIRGINIA 


Late in 1955, the Board of Directors authorized a stock distribution of one share 
of new common stock for each share outstanding. This action has been discussed 
in detail in the introductory letter of this report. 


WORKING CAPITAL: 


Consolidated current assets of the Company at the end of the year were $10,697,780 
and current liabilities were $4,893,231, leaving working capital ol $5,804,549, a 
decrease of $457,961 from 1954. 


Working capital changes during the year are summarized as follows: 


Additions to working capital: 

Net income .$3,918,171 

Net depreciation, amortization, and adjust¬ 
ments not requiring funds . 1,495,247 

Sale of property . 4,502 


Total Additions . 

Reductions in working capital: 

Cash dividends paid or accrued: 

Dividends applicable to the 

year 1955 . $1,590,402 

Dividend applicable to the 

year 1956 . 346,997 

Property and plant additions 
Net increase in other assets 


$5,417,920 


$1,937,399 

3,143,200 

795,282 


Total Reductions . 5,875,881 

Decrease in Working Capital . . $ 457,961 
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THE CHESAPEAKE CORPORATION OF VIRGINIA 


INVESTMENTS: 


Assets and liabilities of Chesapeake’s subsidiary, David Weber Co., Philadelphia, 
Pennsylvania, are included in the consolidated balance sheet in this report, and 
that company’s results of operations are incorporated in the statement of con¬ 
solidated income. Net sales of David Weber Co. showed an increase of 9% over 
the sales of 1954, and its operations resulted in an increase in net profit over the 
preceding year. The increased sales and profits of David Weber Co. are largely 
the result of additions and improvements to that company’s manufacturing equip¬ 
ment, the construction of improved shipping facilities, and the modernization 
of its general and executive offices. David Weber Co. is today a well managed, 
efficiently operated container manufacturing facility. 

During the year Chesapeake received dividends of $50,812.00 from Sherman 
Paper Products Corporation, which represents two dividends of $1.00 each on 
Chesapeake’s 40% interest in the capital stock of that company. Chesapeake’s 
equity in the book value of Sherman’s stock was approximately $2,229,000 at 
December 31, 1955. 
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THE CHESAPEAKE CORPORATION OF VIRGINIA 


PRODUCTION: 

Production of 197,981 tons of dry pulp, board, and paper in 1955 set a new record 
for Chesapeake. This record tonnage compares with 175,523 tons in 1954, an 
increase of over 12%. The board mill operated 351 days compared with 336 
days in 1954. 

The increase in production is partly accounted for by improvements to board 
mill facilities which went into operation during the year and which increased 
production of board and paper by about 18% during the period following their 
completion. 

In the manufacture of pulp, certain residues are recovered and sold in the form 
of crude turpentine and black liquor skimmings. The Company plans to install 
facilities to convert skimmings to marketable crude tall oil during the coming 
year. The market for this product has already been established. 

PLANT FACILITIES: 

Improvements and additions to our plant during 1955 represent an investment 
of $2,629,341. Of this amount, 55% represents improvements and additions 
to the board mill and 28% represents additions to the pulp mill facilities. Aux- 
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diary equipment accounted for the remainder of the investment. These improve¬ 
ments have resulted in increased production and better quality product. 

Technological developments in the pulp and paper industry require a flexible 
policy with respect to plant investments. It is Chesapeake’s purpose to keep 
abreast of constantly changing conditions in the industry, and with that in view 
we have authorized an investment in plant facilities of approximately $5,000,000 
over the next two and one-half years. These new facilities w ill include a chemical 
recovery unit, a plant for producing crude tall oil from pulp mill wastes, new lime 
burning facilities, and increased office space. 


PULPWOOD SUPPLY and FOREST MANAGEMENT: 

Chesapeake purchases much of its pulpwood from individual growers. The re¬ 
mainder is harvested from company-ow ned lands under a forest management 
program. 

The Company’s Woodlands Department was particularly active during the year. 
The functions of this department include the procurement and production of 
wood as well as the management of timber reserves through good cutting practices, 
reseeding and replanting, and carrying out fire prevention and insect damage 
control measures designed to minimize damage to timber reserves on both Com¬ 
pany and privately owned lands. All of these functions are under the supervision 
of highly trained personnel. 








The future of our forests is a matter of great concern to many people, particularly 
to those whose future depends on the conservation of the country’s forest resources. 
Heightened interest in the growing of pines from seedlings has been particularly 
noticeable during the past year, as evidenced by the fact that the supply of seedlings 
for distribution has become temporarily exhausted. Our forestry department 
continued its educational program by conducting classes in forest conservation 
in our operating area. The Company also made available pine seedlings to persons 
interested in private plantings. This program is designed to encourage the de¬ 
velopment of pulpwood and timber tracts by individual land owners. 


Chesapeake’s own forestry program involves the clearing of hardwood growth 
from cut-over land to make room for the development of pine. The cleared land 
is planted with seedlings or allowed to grow up naturally from seeds deposited 
by seed trees which are always left when land is cut over. The photograph above 
illustrates the growth in one of these clearings. 
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In Tidewater Virginia, about 25 years is required for seedlings to develop into 
marketable pulpwood. When a normal stand of pine seedlings is established on 
a tract, our forestry personnel observe the growth of the young pines and protect 
them from their two worst enemies, fire and insects. The picture below shows a 
typical stand of young pines which in a few more years will be marketable pulp- 
wood. 

Chesapeake increased its pulpwood reserves in 1955 by investing over $500,000 
in the purchase of timber and timberlands. We continued our program of making 
extensive plantings of pine seedlings on our own tracts in anticipation of future 
needs. 

Much of Chesapeake’s pulpwood is delivered to the mill by rail. In order to 
facilitate the handling of this wood, the Company has recently installed up-to-date 













unloading facilities. This equipment, a picture of which is shown above, pulls 
the wood from flat cars onto a moving belt which carries it to the barking drums. 

COMMUNITY ACTIVITIES: 

Recognizing its responsibility to the communities in which it operates, Chesapeake 
co-operates actively with charitable, educational, and recreational organizations 
in those areas. In 1955 the Company assisted in the development of a recreational 
park for the benefit of the county in which West Point is located, and the adjoining 
counties. 

Chesapeake sponsored at West Point, Virginia, the first Junior Achievement 
company in the Stale. This program has been expanded to include three Junior 
Achievement companies located in surrounding counties, and the Company intends 
to increase this activity still further. The Junior Achievement organizations 
have proved of great benefit in giving the young people in these communities a 
better understanding of the basic principles underlying the American system of 
private enterprise, and it provides them with an opportunity to obtain first-hand 
experience in the operation of a business organization. 
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Thousands 

1955 1954 

Cents per 
Total Income 
Dollar 

1955 

Chesapeake received: 

From sale of its product and other income. 


*24.657 

*20,610 

I00ff 

These receipts went: 

To suppliers for materials, services, etc. 


10,041 

8,999 

41 

To employees for wages, salaries, and other benefits . . 

For Federal, State, and local taxes (not including 

social 

4,767 

4,252 

19 

security). 


4,466 

3,366 

18 

To provide for depreciation of plant and equipment . . 


1,465 

1,205 

6 

To Chesapeake stockholders. 


1,590 

1,446 

7 

For use in the business to provide facilities and working 

capital 

2,528 

1,342 
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THE CHESAPEAKE CORPORATION OF VIRGINIA 


Net sales. 

Earnings before income taxes. 

Federal and State income taxes . 

Net income after taxes. 

• 

Cash dividends declared: 

Regular and extra dividends . 

Dividend applicable to the year 1956 . 

Earnings reinvested in the business .. 

Earnings per share of common stock (2). 

Cash dividends declared per share of common stock: 

Regular and extra dividends . 

Dividend applicable to the year 1956 . 

Book value per share of common stock (2). 

Net working capital . 

Ratio of current assets to current liabilities (3). 

Investment in property, plant, and equipment—net. 

Additions to properties . 

Provision for depreciation, amortization, and depletion . 

Production of finished product tons (does not include production of subsidiary company) 

(1) Represents earnings after deduction of all dividends declared. Retained earnings for the 
year 1955. before deducting dividend applicable to I he \ear 1956, were $2,327,769. 

(2) Based on total shares outstanding at the close of each year. 

(3) In determining the ratios for the years 1951 and 1952 the income tax liability has been 
offset against U. S. Government obligations owned in order to conform to the presentation 
in succeeding years. 

(4) The decline in the current ratio at January 1, 1956, results partly from the decrease in 
funds invested in U. S. Government obligations. 
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A FIVE-YEAR COMPARIS 



Year Ended 


Jan. 1, 1956 

Jan. 2, 1955 

Dec. 27, 1953 

Dec. 28, 1952 

Dec. 30, 1951 

$24,063,072 

$20,328,866 

$19,134,651 

$17,888,132 

$20,806,369 

$8,234,562 

$6,014,536 

$5,436,492 

$5,693,952 

$11,819,889(5) 

$5,316,391 

$3,226,588 

$2,989,993 

$3,032,680 

$6,913,819(5) 

$3,918,171 

$2,787,948 

$2,446,499 

$2,661,272 

$4,906,070(5) 

$1,590,402 

$1,445,818 

$1,156,654 

$1,156,652 

$1,734,963 

$346,997 

$1,980,772(1) 

$1,342,130 

$1,289,845 

$1,504,620 

$3,171,107 

$6.77 

$4.82 

$4.23 

$4 60 

$8.48(5) 

$2.75 

$2.50 

$2.00 

$2.00 

$3.00 

$ .60 

$40.30 

$36.88 

$34.56 

$32.33 

$29.69 

$5,804,549 

$6,262,510 

$6,051,535 

$5,314,324 

$3,617,900 

2.19(4) 

7.03(4) 

6.42 

8.31 

3.46 

$14,929,090 

$13,385,639 

$12,227,946 

$11,667,993 

$10,256,477 

$3,143,200 

$2,161,013 

$1,833,000 

$1,554,131 

$2,086,000 

$1,637,409 

$1,236,997 

$1,220,778 

$1,227,914 

$1,140,753 

198,591 

175,523 

159,250 

152,148 . 

175,439 


(5) Includes results of a transaction involving the liquidation of investment in capital stock 
of an affiliated company. This transaction resulted in a net income of $1,971,360, after 
deducting income taxes of $766,640. The earnings per share applicable to the transaction 
were $3.41. 

(6) Wholly-owned subsidiary company, purchased August 1, 1951, has been consolidated in 
this statement for the years 1952, 1953, 1954, and 1955. 
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CONSOLIDATED 

January 1, 1956, and 


ASSETS 


CURRENT ASSETS: 


Jan. 1, 1956 Jan. 2, 1955 


Cash. 

U. S. Government obligations, at cost. 

Less: Amount deducted from Federal taxes . . .. 

Other marketable bonds, at amortized cost. 

Accounts receivable, less allowances for doubtful accounts 

(1-1-56, $78,320; 1-2-55, $79,055) . 

Notes receivable . 

Miscellaneous receivables and accruals. 

Inventories (at lower of cost or market): 

Finished goods and goods in process. 

Manufacturing materials and supplies. 

Prepaid expenses . 

Total Current Assets. 


INVESTMENT AND OTHER ASSETS: 

Investment in associated company—at cost (Note 1) 

Cash surrender value of life insurance. 

Mortgage notes receivable . 

Deposit under timber purchase contract. 

Sundry advances and receivables . 

PROPERTY, PLANT, AND EQUIPMENT (at cost): 

Land . 

Buildings. 

Machinery, equipment, and construction. 


Less: Estimated depreciation and amortization. 

Timberlands and cutting rights (net) (accumulated depletion 
$1,476,160 at 1-1-56, and $1,311,777 at 1-2-55) . 

Net Property, Plant, and Equipment. 


$ 3,057,479 

$ 1,575,326 

1.004,755 

3,507,125 

(1.004,755) 

(3,253,588) 

3,000.000 

1,745,000 

2.294,479 

1,521,705 

160,186 

140,546 

67,171 

74,357 

148,084 

139,714 

1,749,262 

1,649,229 

221,119 

201,992 

$10,697,780 

$ 7,301,406 


$ 1,539,065 

$ 1,539,065 

148,836 

143,122 

500.000 

— 

242,500 

— 

143,216 

96,148 

$ 2,573,617 

$ 1,778,335 

$ 81,521 

$ 76,428 

3,558,676 

3,122,186 

16.201,056 

14,327,618 

$19,841,253 

$17,526,232 

8.513,840 

7,408,244 

$11,327,413 

$10,117,988 

3,601,677 

3,267,651 

$14,929,090 

$13,385,639 

$28,200,487 

$22,465,380 


(See page 22 for notes) 
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VIRGINIA AND SUBSIDIARY 


BALANCE SHEETS 


COMPANY 


January 2, 1955 

LIABILITIES AND STOCKHOLDERS' EQUITY 


CURRENT LIABILITIES: Ja "' 1,56 J>m ' 2 ' 1955 

Accounts payable.$ 677,989 $ 364,437 

Dividends payable (Note 2) . 780,743 

Accruals: 

Salaries, wages, and commissions . 89,545 87,424 

Expenses. 133,323 170,327 

Payroll and withholding taxes. 91,371 74,761 

State income tax . 399,599 289,920 

Federal income tax. 3,725,416 3,305,615 

Less: U. S. Government obligations (contra). (1,004,755) (3,253,588) 


Total Current Liabilities .$ 4,893,231 $ 1,038,896 


RESERVE FOR COMMUNITY CONTRIBUTIONS . . . $ — $ 100.000 


STOCKHOLDERS’ EQUITY: 

Capital stock—common, $5 par value: 

Authorized, 600.000 shares; issued and outstanding, 
578,331 shares (includes fractional scrip representing 


3 shares).$ 2,891,655 

Surplus: 

Paid in. 161,425 

Retained earnings permanently capitalized in excess of par 

value of shares issued as a stock dividend. 2,313,320 

Retained earnings, exclusive of amounts permanently 
capitalized. 17,940,856 


$ 2,891,655 

161,425 

2,313,320 

15,960,084 


$23,307,256 $21,326,484 


$28,200,487 


(See page 22 for notes) 


$22,465,380 






































THE CHESAPEAKE CORPORATION OF VIRGINIA AND SUBSIDIARY COMPANY 


STATEMENT OF CONSOLIDATED SURPLUS 

For the Years Ended January 1, 1956, and January 2, 1955 


Year Ended 


Retained earnings, exclusive of amounts permanently capitalized: 
Balance at beginning of vear. 

Add: Net income for the vear. 

Jan. /, 1956 

*15,960.084 

3,918,171 

Jan. 2, 1955 

*14,617,954 

2,787,948 



*19,878,255 

*17,405,902 

Less: Cash dividends declared: 

Regular and extra dividends . 

Dividend applicable to the year 1956 . . 

. . *1,590,402 

. . 346,997 

1,937,399 

1,445,818 

Balance at end of year . 


*17,940,856 

*15,960,084 


Retained earnings permanently capitalized in excess of par value of 
shares issued as a stock dividend: 

Balance at beginning and end of year . $ 2,313,320 $ 2,313,320 


Paid-in surplus: 

Balance at beginning and end of year . $ 161,425 $ 161,423 
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STATEMENT OF CONSOLIDATED INCOME 


For the Years Ended January 1, 1956, and January 2, 1955 


Year Ended 

Jan. I, 1956 Jan. 2, 1955 

SALES AND OTHER INCOME: 

Sales, after deducting returns, allowances, and freight .... $24,063,072 $20,328,866 
Interest, dividends, by-products, and other income . 594,095 281,440 

$24,657,167 $20,610,306 


COST OF GOODS SOLD, EXPENSES, 

AND OTHER DEDUCTIONS: 

Materials, supplies, and other manufacturing costs . $ 9,294,650 $ 8,210,909 

Wages, salaries, and employee benefits . 4,767,381 4,252,211 

Depreciation and amortization . 1,464,884 1,204,785 

Selling and administrative expenses . 529,061 465,206 

Discounts allowed . 188,464 159,946 

Special deduction for estimated expenses. — 126,655 

Miscellaneous. 28,345 36,707 

Taxes: 

Federal income. 3,916,773 2,944,502 

State income. 399,618 282,086 

Other . 149,820 139,351 

$20,738,996 $17,822,358 

NET INCOME . $ 3,918,171 $ 2,787,948 

NET INCOME PER SHARE OF COMMON STOCK . . . $6.77 $4.82 



































NOTES TO FINANCIAL STATEMENTS 


NOTE 1: 

The investment in associated company represents the cost to Chesapeake of its 40% interest in 
the capital stock of Sherman Paper Products Corporation. At January 1, 1956, Chesapeake’s 
equity in the hook value of this company’s stock was $2,229,000. 


NOTE 2: 

Dividends payable include an extra dividend of 75per share, or $433,746.00, for the year 1955 
and a dividend of 60^ per share, or $346,996,80, applicable to the year 1956. 


NOTE 3: 

On December 22, 1955, the Board of Directors authorized certain additions and improvements 
to the Corporation’s plant and equipment. These additions were approved for completion in 
the ensuing two and one-half years at a cost not to exceed $5,000,000. Contracts covering 
part of this construction were signed in January, 1956. 


NOTE 4: 

The Board of Directors has approved a resolution recommending to the stockholders a change 
in the certificate of incorporation. The recommended change provides for an increase in the 
amount of capital stock of the Corporation to a maximum of $10,000,000, all of which shall be 
one class of common stock and shall be divided into shares of the par value of $5.00 each. 

Subject to the stockholders’ approval of the proposed increase in authorized capital stock, the 
Board of Directors authorized a stock distribution of one additional share of its capital stock lor 
each share of capital stock outstanding; this additional stock to he issued to stockholders of 
record as of the close of business March 27, 1956. The distribution will result in the transfer of 
a maximum of $2,891,655 from retained earnings to capital stock account. 

NOTE 5: 

Federal income tax returns have been examined by the Internal Revenue Service through the 
year 1953. 


NOTE 6: 

Commitments for the purchase of property, plant, and equipment amounted to approximately 
$1,050,000 at January 1, 1956. 
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The Chesapeake Corporation of Virginia: 

We have examined the consolidated balance sheet of The Chesapeake Corporation 
of Virginia, West Point, Virginia, and its wholly-owned subsidiary, David Weber 
Co., Philadelphia, Pennsylvania, as of January 1, 1956, and the related statements 
of consolidated income and surplus for the year (consisting of thirteen four-week 
periods) then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of 
consolidated income and surplus present fairly the financial position of the Com¬ 
panies at January 1, 1956, and the results of their operations for the year then 
ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Leach, Calkins & Scott 
Certified Public Accountants 


Richmond, Virginia, 
February 1, 1956. 
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